The authors argue that U.S. direct investment in China is good for both countries. Using data from both official and unpublished sources, Fung, Lau, and Lee shed light on the trends, characteristics, motives, and policy implications of this investment. Among their findings: 90 percent of the output of U.S.-invested firms in China is sold in the Chinese domestic market and less than 10 percent is exported back to the U.S. home market-clearly indicating that fears of offshore outsourcing to China are exaggerated.
Fung, Lau, and Lee identify significant and growing mutual economic benefits from the investment ties between the United States and China:
• The two countries seldom compete in the same world markets.
• China cannot produce what the United States exports.
• The United States long ago generally stopped producing what China exports.
• China needs U.S. capital goods and technology, and the United States needs a reliable source of low-cost yet high-quality consumer goods.
• The two countries can provide markets for each other.
• U.S. firms invest in China fundamentally to implement a strategy for acquiring potential market shares in goods, services, and technology.
• U.S. direct investment in China is likely to increase trade between the two countries in both the short and the long run.
• U.S. multinational corporations operating in China are becoming increasingly profitable.
